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CHINATOWN COMMUNITY DEVELOPMENT CENTER, SUBSIDIARIES
AND AFFILIATED PARTNERSHIPS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007

Base Rent, in any given year, is $15,000 plus the difference between (a) the HUD §236
Approved Rent for non-Section 8 rental assistance units and (b) the estimated tenant rent
payment for those units. Residual Rent is the difference between the $165,317 and the
Base Rent. The Base Rent besides the $15,000 is paid with the level rent payments.

Parkyiew Terrace

Parkview Terrace leased the land where the project is situated from SFRA for 60 years
with an option to renew for 39 years. Annual base rent is $15,000 payable based on
available surplus cash in arrears on January 31% of the following year starting after the
completion of improvements. If the project does not have sufficient surplus cash to pay
the base rent, the unpaid amount shall be deferred without interest. Annual residual rent
of $273,750 shall be due in arrears on April 15" starting on the calendar year following
the receipt of the initial certificate of occupancy. Rents shall be redetermined on the 15™
anniversary and every 15" year thereafter, to adjust the annual rent to 10% of the
appraised value of the site.

The ground lease accounts are as follows:

Prepaid Ground Ground Lease Ground Lease
Lease Balance at Expense Payable at
December 31, 2007 for 2007 December 31, 2007
Broadway $ 500,000 $ - -
Namiki 373,414 171,000 771,165
Notre Dame 3,503,762 540,000 1,036,919
Golden Gate - 165,317 478.469
Total $ 4,377,176 $ 876317 § 2,286,553

PROPERTY PURCHASE OPTIONS

201 Turk

CCDC has the right of first refusal and an option to purchase the project under the terms
as provided in the option agreement. The option period begins on the first day of 2005
and expires on the last day of the 2008.

Larkin Pine

CCDC has been given on option to acquire the project during the period from January 1,
2008 to January 1, 2009. The option price is the greater of 94% of the project’s appraised
value or the assumption of all outstanding debt and obligations of the partnership.
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Namiki

CCDC has the right of first refusal and an option to purchase the project for a period of
24 months after the end of the 15-year tax credit compliance period (2016) under the
terms as provided in the option agreement.

Notre Dame

CCDC has the right of first refusal and an option to purchase the project for a period of
24 months after the end of the 15-year tax credit compliance period (2018) under the
terms as provided in the option agreement.

Golden Gate

CCDC has an option to purchase the project at the end of the low-income housing tax
compliance period (2015) at a price, which would facilitate the purchase while protecting
the partnership’s tax benefits from the project.

Mission Bay

CCDC has an option to purchase the project or partnership interest under the terms as
provided in the option agreement between the beginning of the 16" year (2022) and the
last day of the 19" year (2025) following the commencement of the low-income housing

tax credit.

Parkview Terrace

CCDC has an option and a right of first refusal to purchase the project or the partnership
interest under the terms as provided in the option agreement beginning after the 12 years
of the 15-year tax credit compliance period and expiring at the end of the compliance
period. The tax credit compliance period is expected to start on 2008.

Broadway
CCDC is expected to receive an option to purchase the project at the end of the tax credit

compliance period (2022).

CONTINGENCIES

Operating Deficit Contributions Guarantee

As the developer and the general partner of low-income housing tax credit projects,
CCDC has agreed to fund the operating deficits, if' necessary, for the following
partnerships with the following limits:
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Larkin Pine $ 197,000
Golden Gate 696,752 *

This guarantee terminates upon the first anniversary after certain operating benchmarks are
met.

Operating Deficit Loan Limits:

Namiki $ 222,000 5°
Notre Dame 1,200,000 > ¢
Broadway 400,00

plus any amounts paid as fees or cash flow cumulatively received (except for the annual
partnership management fee) for the first year and for each subsequent year the excess over
such increased amount as equals the initial sum multiplied by a factor equal to the inflation
factor up to a maximum of 3% per year cumulatively. The term is for the earliest of (i) 15
years from the first day of tax credit compliance period (ii) the termination of the partnership
or (iii) the removal of General Partner as the general partner of the partnership.

plus all fees or cash flow cumulatively received except for the amount paid as partnership
management fee. This obligation decreases by 33% for each year that certain debt service
ratio is met after the project has received Form 8609.

For Parkview Terrace, CCDC and the co-general partner are required to provide funding
needed to fund operating deficits up to $418,408 from the date of achievement of
Breakeven Operations for three years. These funds are to be reimbursed by the
partnership interest free through surplus cash.

CCDC has never been called upen to fund operating deficits of the above partnerships.

Bond Loan Payments Guarantee

The acquisitions and rehabilitations of the Golden Gate Apartments, Notre Dame
Apartments, Namiki Apartments and Broadway Family Apartments are partially financed
with loans generated by the issuance of multifamily housing revenue bonds. CCDC
guarantees the repayment of these loans.

Construction Costs Qverrun Guarantee
CCDC, as the developer of the Golden Gate Apartments, agreed to fund the construction
cost overrun. This guarantee is limited to a portion of the developer fee. It is estimated

that Golden Gate Apartments would have costs overrun of approximately $208,000,
which will be paid out of CCDC’s remaining developer fee.
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CCDC also agreed to fund the development deficits, if any, for the Broadway Family
Apartments project, which is still under construction.

For Parkview Terrace, CCDC and the co-general partner are required to provide all funds
required to complete construction and to repair any latent defects that occur within one
year of the completion of construction to the extent that funds are not available through
other financing methods. These funds are to be reimbursed by the partnership interest
free through surplus cash.

Notes Payable

The fourth deeds of trust on William Penn Hotel and Hamlin Hotel are used to secure
notes payable in the amounts of $1,027,833 and $709,921, respectively, that North of
Market Development Corporation (NOMDC) have with the City and County of San
Francisco. NOMDC used to be the managing partner of a partnership that owned William
Penn Hotel and Hamlin Hotel. These notes bear interest at 10% compounded annually
with interest payments being deferred. Accrued interest and unpaid principal are due in
2041 but may be forgiven if the terms and covenants of the loan are being comptied with.
At December 31, 2007, the accrued interest on these notes totaled $6,387,188.

Others

For the low-income housing tax credit projects for which CCDC is the general partner,
CCDC has to indemnify the limited partners for shortfall in the tax credits and other tax
benefits.

CCDC has received various grants and contracts, which are restricted for their intended
purposes. Such funding may be subject to audit by the funding agencies, and costs
disallowed will need to be refunded. In the opinion of management, any liability which
may arise as the result of such audits would not be material.

571 BROADWAY/1150 GRANT AVENUE

In November 2005, CCDC received a donation of a real property located at 571
Broadway/1150 Grant Avenue in San Francisco from Wells Fargo Bank. As part of this
donation, Wells Fargo Bank agreed to reimburse CCDC for $1,175,189 for alternations,
repairs, upgrades, replacement and improvements to the building. Additional funding
may be provided by Wells Fargo Bank for any approved change orders. In addition,
Wells Fargo Bank agreed to establish an NOI account in the amount of $75,000 to be
used to fund any operating deficit incurred in the residential operation of the building up
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to December 31, 2008. As of December 31, 2007, $519,569 has been drawn for the repair
and improvement work.

As an arrangement of this donation, Wells Fargo Bank obtained a lease for the ground

floor space for its branch office for 99 years at $1 rent per year. There is also extension
option for nine terms of ten years each.
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CHINATOWN COMMUNITY DEVELOPMENT CENTER
SCHEDULE OF SUPPORT AND REVENUE, AND EXPENSES -
CHINATOWN COMMUNITY DEVELOPMENT CENTER ONLY
For the Year Ended December 31, 2007

Support and Revenue
Rental
Government grants and contracts
Management fees
Technical assistance fees
Developer fees
Project administrative fees
Tenant services fees
Bookkeeping and others
Investment income
Foundation grants
Contributions
Miscellaneous

Total Support and Revenue

Expenses
Program services
Low-income housing projects
Operating
Deferred interest
Property management
Housing development
Tenant services
Program and planning
Costs of direct benefits to donors
Management and general
Fundraising

Total Expenses
Change in Net Assets

Net Assets, beginning of year

Transfer prior year loss from Notre Dame Housing Partners

to Notre Dame Housing LLC

Adjust investment account balance of Cambridge Hotel

Net Assets, end of year

1,654,862
1,355,888
591,094
253,958
246,000
54,574
152,266
103,040
123,426
1,235,123
311,753
32,876

6,108,860

1,606,792
176,941
448,031
406,345
357,486

1,390,082

70,703

1,492,203

299,142

6,247,725

{138,865)

7,977,734

1,101
(283,185)

7,556,785




CHINATOWN COMMUNITY DEVELOPMENT CENTER AND SUBSIDIARIES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2007

Federal
CFDA

FEDERAL GRANTOR/PASS-THROUGH GRANTOR/TITLE _Number
U.S. Department of Housing and Urban Development (HUD)

Pass through City and County of San Francisco:

The following loans/grants were outstanding at Decémber 31, 2007

Outstanding
_Loan Balance
Community Development Block Grant
- Consorcia Hotel 14.218 $ 330,898
- Clayton Hotel 14.218 295,565
- Clayton Hotel 14.218 39,039
- Clayton Hotel 14.218 565,824
- Clayton Hotel 14.218 60,000
- Clayton Hotel 14.218 232,945
- Swiss American Hotel 14.218 1,040,214
- St. Claire Hotel 14.218 510,000
- 8t. Claire Hotel 14.218 478.168
3,552,653
HOME Program Loan — 1370 California 14.239 2,303,000
HOME Program Loan — Clayton Hotel 14.239 469,963
2.772.963
Total $ 6325616
Federal

Expenditures
U.S. Department of Housing and Urban Development (HUD)

Community Development Block Grant
Pass through City and County of San Francisco

- Department of Children, Youth and Their Families 14.218 $ 41,512

- Mayor’s Office of Housing 14.218 413,438
Pass through Local Initiative Support Corporation 14218 23,097

Total 478.04

Note: The above schedule does not include Bayside Elderly Housing Corporation (HUD Project
No. 121-EH-271-NP-WAH-L8), a subsidiary of Chinatown Community Development Center,
which has been reported to HUD separately.
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CHINATOWN COMMUNITY DEVELOPMENT CENTER AND SUBSIDIARIES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2007

Basis of Presentation - The accompanying schedule of expenditures of federal awards is
presented on the accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments
and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in or used in the preparation of the basic financial statements.
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Le, Ho & Company, LLP

Certified Public Accountants

1608 Noriega Street, San Francisco, CA 94122
Tel: 415-665-1222 Fox: 415-665-9777

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Chinatown Community Development Center and Subsidiaries
San Francisco, California

We have audited the consolidated financial statements of Chinatown Community Development
Center, subsidiaries and affiliated partnerships as of and for the year ended December 31, 2007
and have issued our report thereon dated June 16, 2008. We conducted our audit in accordance
with U.S. generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Chinatown Community Development
Center, subsidiaries and affiliated partnerships’ internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Chinatown
Community Development Center, subsidiaries and affiliated partnerships’ internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of
Chinatown Community Development Center, subsidiaries and affiliated partnerships’ internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the organization’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting
principles, such that there is more than a remote likelihood that a misstatement of the
organization’s financial statements that is more than inconsequential will not be prevented or
detected by the organization’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
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results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the organization’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessary identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Chinatown Community Development
Center, subsidiaries and affiliated partnerships® consolidated financial statements are free of
material misstatement, we performed tests of their compliance with certain provisions of laws,
regulations, contracts and grant agreements, and regulatory agreements of the Special User
Housing Rehabilitation Program, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, the board of
directors, management, others within the organization, federal awarding agencies and pass-

through entities and is not intended to be and should not be used by anyone other than these
specified parties.

Lo, o & Company L 1P

San Francisco, California
June 16, 2008
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Le, Ho & Company, LLP

Certitied Public Accountants

1608 Noriega Street, San Francisco, CA 94122
Tel: 415-665-1222 Fax: 415-665-9777

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Board of Directors
Chinatown Community Development Center and Subsidiaries
San Francisco, California

Chinatown Community Development Center, subsidiaries and affiliated partnerships’ basic
consolidated financial statements include the operations of Bayside Elderly Housing Corporation,
which received $2,089,905 in federal awards, which is not included in the schedule of
expenditures of federal awards during the year ended December 31, 2007. Our audit, described
below, did not inctude the operations of Bayside Elderly Housing Corporation because a separate
report dated March 27, 2008 was issued.

Compliance

We have audited the compliance of Chinatown Community Development Center and subsidiaries
with the types of compliance requirements described in the US. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of their
federal programs for the year ended December 31, 2007. Chinatown Community Development
Center and subsidiaries’ major federal programs are identified in the summary of auditors’ results
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of their major federal
programs is the responsibility of Chinatown Community Development Center and subsidiaries’
management. Our responsibility is to express an opinion on Chinatown Community
Development Center and subsidiaries’ compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
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have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Chinatown Community Development Center and
subsidiaries’ compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis
for our opinion. Our audit does not provide a legal determination on Chinatown Community
Development Center and subsidiaries’ compliance with those requirements.

In our opinion, Chinatown Community Development Center and subsidiaries complied, in a}l
material respects, with the requirements referred to above that are applicable to each of their
major federal programs for the year ended December 31, 2007.

Internal Control over Compliance

The management of Chinatown Community Development Center and subsidiaries is responsible
for establishing and maintaining effective internal control over compliance with requirements of
laws, regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered Chinatown Community Development Center and
subsidiaries’ internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of the Chinatown Community Development Center and
subsidiaries’ internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance

requirement of a federal program will not be prevented or detected by the entity’s internal
control.

Qur consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

This report is intended solely for the information and use of the audit committee, the board of
directors, management, others within the organization, federal awarding agencies and pass-
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through entities and is not intended to be and should not be used by anyone other than these
specified parties.

ﬁéLJ '/—/0 ;aﬂ",omyl b‘-ff

San Francisco, California
June 16, 2008
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CHINATOWN COMMUNITY DEVELOPMENT CENTER AND SUBSIDIARIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2007

Section I — Summary of Auditors’ Results

Financial Statements

Type of auditor’s report issued: unqualified

Internal control over financial reporting:
e Material weakness(es) identified? ]
¢ Reportable condition(s) identified that

are not considered to be material

weaknesses? []
Noncompliancé material to financial
statements noted? |:|
Federal Awards

Internal control over major programs:
¢ Material weakness(es) identified? ]
o Reportable condition(s) identified that

are not considered to be material

weakness{es)? ]

Type of auditor’s report issued on compliance for major program: ungualified

Any audit findings disclosed that are:
Required to be reported in accordance

yes

yes

yes

yes

yes

X

X

no

none reported

no

no

none reported

with section 510(a) of Circular A-133? L] ves X no
Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

14.218 Community Development Block Grant loans

14.239 HOME Program loans

14.218 Community Development Block Grant
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CHINATOWN COMMUNITY DEVELOPMENT CENTER AND SUBSIDIARIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2007

Dollar threshold used to distinguish

between type A and type B programs $300.000
Auditee qualified as low-risk auditee? Xl yes [1 no

Section 11 - Financial Statement Findings

NONE

Section 111 - Federal Award Findings and Questioned Costs

NONE
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CHINATOWN COMMUNITY DEVELOPMENT CENTER AND SUBSIDIARIES
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended December 31, 2007

There was no audit finding in the prior year.
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